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Personnel Administration, the subject of this special issue of the 
QUARTERLY REVIEW OF COMMERCE, has been defined as the “direction 
and co-ordination of human relations of any organization with a view 
to getting the maximum necessary production with a minimum effort 
and friction, and with proper regard for the genuine well-being of the 
workers”.' It is progressive management’s way of using labour most 
effectively and maximizing production by keeping the working force 
satisfied and loyal. To do this the point of view of labour and its prob- 
lems must be understood. : 


Management through personnel administration genuinely tries to 
help the workers meet their problems. By this means a feeling of confi- 
dence and loyalty towards the management is built. Production and 
efficiency are increased, labour turnover and waste are decreased. This 
results in greater profits for management and higher wages for labour. 
Grievances that once might have caused serious conflict between labour 
and management are now settled amicably around a conference table. 


“Heretofore,” said John D. Rockefeller, “the chief executives of 
important industrial corporations have been selected largely because of 
their capacity as organizers or financiers. The time is rapidly coming, 
however, when the important qualification for such positions will be a 
man’s ability to deal successfully and amicably with labour.’? One of 
the most important developments of twentieth century business, the 
worth of personnel has been proven in the tremendous production figures 
of war industry. Destined to play an even greater part in relations 
between management and men, personnel administration is no ephemeral 
star in the universe of business. Canadian business and labour will rely 
heavily on it in the years ahead. 


The staff of the QUARTERLY REVIEW OF COMMERCE would like to 
thank Mr. Clarence Fraser, Plant Placement Supervisor, Bell Telephone 
Company of Canada, who planned this issue. 


10rdway Tead and H. C. Metcalf, Personnel Administration, 2nd ed., McGraw Hill. 
1926, p.2. 
2John D. Rockefeiler, Jr., The Personal Relation in Industry (New York, 1917), p.7. 
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WHO’S WHO IN THIS ISSUE 
by CLARENCE FRASER, 


Plant Placement Supervisor, Bell Telephone Company of Canada 
Lecturer in Personnel Administration, Dept. of Business Administration, 
University of Western Ontario 


R. G. Flood 

A graduate of the University of Manchester, Mr. Flood is now 
Supervisor of Employee Relations, Canadian General Electric Company. 
From 1936-1938 he did graduate work under the Commonwealth Fund 
Fellowship at the University of Chicago in Industrial Relations. Soon 
afterwards he joined Canadian General Electric and in only two years 
he assumed his present position. He is second Director of the Personnel 
Association of Toronto. 


W. F. Sutherland 

Director of Personnel, Toronto Hydro-Electric Commission, Mr. 
Sutherland has specialized in the field of Job Evaluation and related 
studies. He is active in professional engineering developments through 
the Professional Association of Engineers of Ontario and other bodies. 


F. C. Mechin 

Formerly manager of Imperial Oil refinery at Montreal, F. C. 
Mechin has been appointed assistant to the president to take charge of 
personnel matters. Mr. Mechin joined Imperial Oil in 1916, went over- 
seas in 1917 and returned in 1919. Until recently Mr. Mechin has been 
on loan to the Government as Director of Protection of Petroleum 
Resources. 


J. A. Campbell 

Mr. Campbell went overseas at the age of 14 during the last war 
and returned a Captain four years later. He is, at present, Actuary of 
the London Life Insurance Company with whom he has served for over 
25 years. A Past President of the Actuaries Club of Toronto, his abilities 
were further recognized by the winning of the degrees F.A.S. and 
F.A.I.S. One of the foremost actuaries on the continent, we are 
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honoured to have Mr. Campbell write in the QUARTERLY REVIEW OF 
COMMERCE. 


C. W. Foster 

Director of Personnel and Public Relations, Dominion Stores Ltd., 
Mr. Foster has been in charge of the development of Personnel Admini- 
stration in the company since its reorganization in 1938. He was Vice- 
Chairman, Administrative Board, National Selective Service, Ottawa, 
1943-44 and is now a member of the Advisory Committee, National 
Selective Service. 


Ralph Hansford 

Mr. Hansford and Mr. Foster collaborated for the article “People, 
Not Things, Make Money”. While District Manager, Dominion Stores, 
Limited, for Western Ontario, he has had wide experience in merchan- 
dising and administration in food chain stores. In his spare time Mr. 
Hansford runs a farm. 
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“TEAMWORK IN INDUSTRY” 
R. G. FLOOD 
Supervisor of Employee Relations, 
Canadian General Electric Company Limited 


* * * 


ANADIAN industry has undergone a tremendous expansion during 
the war years. Existing companies expanded their operations and 
new war industries were established employing thousands of workers. 


Industry had to overcome problems of every description: material 
and labour shortages, technical difficulties, and all the human problems 
which accompany the employment of great numbers of new workers. 
Yet with all this, Canadian industry turned out a prodigious quantity 
of war supplies. Managerial and technical skill, together with the efforts 
of Canadian workers, have done an outstandingly successful job—they 
have made a major contribution to victory and have greatly expanded 
the country’s manufacturing capacity. 


This period was marked by an extensive unionization of Canadian 
industry and yet, at the same time, a high degree of co-operation 
between Labour and Management. What was the secret of the effective 
co-operation between Management and Labour and all it meant to pro- 
duction? With victory over Germany and a reduction in war production, 
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what lies ahead for Industry? With Europe devastated and torn by 
hatred, with rival ideologies battling each other for control, can Industry 
on this continent export to the world something more than merely the 
physical needs of reconstruction? 


In the determination to win the war, Industry found a common 
objective greater than either Labour or Management — great enough 
for all to give of their best. If we are to have co-operation after the 
war and if people are to give their best, Industry must have a common 
peace-time objective, equally compelling, equally worthy of respect and 
of one’s best. Industry has done much intelligent post-war planning, 
including the careful study of markets and employment, and improve- 
ments in products and manufacturing methods. Industry’s post-war 
planning will be incomplete, however, and may omit one of the most 
important of all elements unless Industry clearly defines its basic 
purpose and philosophy. 


The purpose of Industry is service—good service. This includes 
service to the thousands of shareholders who own Industry and who 
invested their savings to equip an organization and to finance the job; 
service to employees who invest their time and skill; and service to the 
customers who buy its products. Men have learned a new spirit of 
service in serving their country, this is the spirit which can permeate 
Industry. For while it may be true that many are on the lookout for 
something for nothing, most men long to give everything for something 
great. 


The head of a baking company, in consultation with his executives 
and his employees, makes all his decisions affecting company policy on 
the basis of what is best for the country. This has resulted in increased 
business, better labour relations, higher pay and increased profits, as 
well as better service to the consumer. In addition, his policies have 
had a decisive influence in helping to hold bread at its pre-war price in 
spite of big increases in material and labour costs—a significant contri- 
bution to holding the line against inflation. 


Service must be a philosophy and a way of life, lived out daily by 
Industry within its own walls. It may be that Industry has a job to 
do to enlist the creativeness and loyalty of its workers. Certain it is 
that Industry needs an objective greater than narrow self interest and 
it can find this in national service. 


What are some of the other factors which kindle in a group of 
people the desire to give of their best in a spirit of service? As one 
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worker put it, ““You can’t buy an honest day’s work and you can’t get 
it by demanding it, but you can win it.” For as we all know, when you 
put your heart into your work it puts heart into you. A tough, hardened 
union organizer of many years’ experience was asked what it was that 
workers wanted most. He answered: “First—security, and second—a 
good boss.” 


Industry must accept its responsibility for the provision of 
maximum steady employment. This must be raised to a par with con- 
siderations of profit margins. The very future of private enterprise 
may hinge upon how successful business is in the next years in dis- 
charging this responsibility. 


When the organizer was asked what he meant when he said 
workers want a good boss, he said they want a capable, friendly super- 
visor. Few things discourage a man more than the feeling that nobody 
cares; he wants to feel that Management is interested in his welfare 
as an individual; he wants to feel that he belongs to an organization, 
that he is needed, that he is doing a worthwhile job and doing it well. 
He wants to believe in his Management, and is always trying to read 
Management’s attitude. Do they care about me or don’t they, and he 
reads the answer in the way Management treats his fellow workers— 
often in the little things. On whether Industry’s treatment of individual 
workers is characterized by consideration or callousness may well 
depend whether co-operation or conflict will predominate in Industry. 
When Industry is bedevilled with hatred and conflict, then the country 
is in danger. France failed in the workshop before she was defeated in 
the field. 


Industry wants to care for its people and has many opportunities 
through its policies and daily decisions. So much can be done by incul- 
cating in its supervisors a spirit of caring as the foundation of good 
supervision. Caring for people is only the same philosophy of service 
applied to those who work within Industry. It must not be confused 
with paternalism, however, for in dealing with workers it must always 
be remembered that a man still wants to be a man; he would prefer, 
through co-operation with Industry, to take care of himself rather than 
have industry take care of him. 


People are the key to production: when Industry puts people first, 
people put production first. When all is said and done, Industry is 
people. People are more than a means to an end—they are an end in 
themselves. In domestic competition and in Canadian industry’s bid for 











160 The Quarterly Review of Commerce 


world markets, success will go to those who best know how to build and 
develop men, and who apply the secret of caring as the key to establish- 
ing and maintaining an active, dynamic spirit of co-operation in an 
organization. 


Confidence and trust are the foundations of goodwill, and goodwill 
is the foundation of good effort. If workers are to have confidence, they 
must know what Management stands for; they must know that Manage- 
ment stands for fairness and integrity, for principle not expediency, 
and that they will make decisions on the basis of what is right and fair 
to all concerned. This requires a willingness on the part of all to 
search out the equities of a situation and to settle every problem on a 
basis of “what is right, not who is right”. On this foundation, a new 
confidence will characterize all commercial and industrial relationships. 
This principle will determine the responsibilities of each and will be 
the greatest safeguard and guarantee of the proper rights of all. Then 
the use of the big stick with its ups and downs of bargaining power will 
yield to the determining influence of moral authority. 


Industry can then become a place where people give of their best, 
where they enjoy their work and each other, where people learn to live 
and work together and have learned how to settle their differences 
harmoniously. Canadian industry can then export to the nations of the 
world, not only physical materials for reconstruction, but also a 
philosophy of teamwork, the pattern of a world that works and the 
moral and spiritual qualities on which individuals and nations can fight 
for the highest they know, instead of fighting each other. 


























WAGE AND SALARY ADMINISTRATION 
W. F. SUTHERLAND 


Director of Personnel, Toronto Hydro-Electric System 


A Paper read before the Fourth Year Class in Business Administration, 
Western University, London, Ontario, January 28rd, 1945 


* * * 


I 

ACK in the early days of the industrial revolution, it was Adam 
Smith who enunciated the principle of the free-enterprise system 
that each of us in the pursuit of his own welfare and happiness was led as 
by the divine hand to promote the welfare of his fellow-men. In this 
statement were interwoven two threads of thought, one stemming from 
the medieval scholastic theology wherein argument proceeded from 
premises first assumed and thought to be self-evidentially true, and 
the other from acute observation of the social order in which Adam 
Smith found himself. On the one hand, the statement is the premise on 
which he founded his whole theory of political economy and, on the 
other, it gives primacy to what has undoubtedly been the motive-power 
and driving force behind society ever since the time man became a social 
animal. It is more or less obvious, indeed, that self-interest has played 
this role in all times and places even though other and derivative 
motivations such as the urge to free the Holy Sepulchre from the infidel 
or to uphold the supremacy of the “Aryan” race oftentimes appear 

dominant. 


The nineteenth century was quite content to rationalize its conduct 
according to Smith’s happy pronouncement, and, economically, the 
principle of self-interest so enunciated did help to give rise to the laissez- 
faire era and to the rapid industrialization of the Western world. 


Under the circumstances which came to prevail during this period, 
labour was considered to be a commodity to be bought and sold on the 
open market much as any other commodity might be. The law of supply 
and demand governed; when labour was plentiful and work scarce the 
price of labour fell; when the reverse held true the price rose; while 
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wage levels for jobs demanding different levels of skills adjusted them- 
selves automatically by reason of the relative scarcity of individuals 
more highly skilled than the general run. Such, at any rate, was the 
theory. 


Undeniably, the supply and demand aspect of labour has been of 
much importance throughout the last two hundred years or so; econo- 
mists and statisticians have considered labour from this aspect and 
have had a fair measure of success in so dealing with it; though it is 
to be observed that, at one end of the scale, the sheer necessity of 
earning a bare subsistence and, at the other, the advantages of wealth 
and position have tilted the scales in uneven fashion. Nevertheless, the 
people do bargain for their services and employers are willing to pay 
more, within reason, for skills which are relatively scarce. 


Under the commodity aspect of labour by itself personnel manage- 
ment problems became simple if somewhat brutal in their solution. It 
sufficed to provide means for hiring and firing, and for the adjustment, 
from time to time, of wage rates to levels which would keep turnover 
down to an economical level, one not too low, for then a supply sufficient 
to meet mounting needs would not be forthcoming, and not too high for 
then more money would be paid out than need be to the detriment of 
dividends. Personnel relations were handled by the old-time foreman, 
the Bull-of-the-Woods type of individual, and by the strong-arm squad 
armed with shot-guns and more recently with tommy-guns and tear-gas 
bombs. 


Happily this era in industrial relations is now passing, at least to 
a degree. 


We are not now so sure of the overshadowing presence of divinity 
and in keeping with the quasi-scientific culture we now enjoy, the 
tendency has been of late to accept the principle of self-interest without 
too close a scrutiny of origins. Man, so, is inherently self interested and 
we think that in the natural order of events this self-interest works for 
the good of the social order and makes for progress. This tendency 
toward naturalistic explanations is in conformity with that other trend 
initiated by Herbert Spencer, who applied mechanistic interpretations 
to biological phenomena. Thus latterly the principle of the Survival 
of the Fittest has been supposed to work in the social domain even as it 
is supposed to work in the domain of the living. 


The change in emphasis has introduced subtle differences, differ- 
ences which have rendered the foundations of laissez-faire theory much 
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less secure than before. For along with the old principle of self- 
interest there were others in the political economy of Adam Smith. 
Among such were the principle of the sanctity of private property; the 
right to profit exclusively from one’s own labour and from the enter- 
prise and labour of others if happily that might be done; and the 
principle that abstinence entitles one to remuneration. Formerly these 
principles could be justified as arising out of divine fiat, latterly justifi- 
cation has had to proceed in terms of natural law. 


It follows from this that the old free-enterprise system cannot be 
considered as necessarily unchanging throughout all the vicissitudes of 
time. 


The present world would probably be utterly strange and foreign 
to Adam Smith and to his immediate successors in the same tradition 
in view of the vast social and economic movements of the present time. 
Rights in private property are no longer sacrosanct; the right to profit 
by one’s own labour no longer means much in these days of graduated 
income taxes and wage ceilings; the right to profit by the labor of others 
is similiarly being taxed away and is subjected to one control after 
another; while abstinence, praiseworthy though it be during the period 
of the war, will shortly and bluntly be called hoarding and will be con- 
sidered anti-social, even as it was during the height of the pre-war 
depression. 


II 
All these changes point to the fact, so often obscured in older 
treatments of the subject, that the drive which causes us to produce not 
only the bare necessities, but also the conveniences and amenities of life, 
as well as the luxuries thereof can work and is indeed working through 
new institutional forms and different types of social organization. 


The process of course has been going on for a long time. Very 
early, individuals began to divide their tasks between them and to 
specialize. They thus became dependent on each other and began to 
join together in co-operative enterprise. Society thus became organic 
in structure, functional in organization; and self-interest became 
directive, operating through the instrumentalities of both the social and 
productive mechanism. Today our society has become so highly complex 
and so inter-related in its various parts that a new dimension has been 
added. The commodity aspect of labour is fast disappearing to be re- 
placed by that of a functional relationship to the enterprise and to that 
greater organism which is society as a whole. 
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III 
Concurrently new ideas of social justice and equity are emerging. 


J. O. Hopwood of the Philadelhpia Electric Company has given 
thought to these changing relationships and says that while individuals 


endeavour to get all they can for themselves, beyond this they at the 
same time reasonably expect to be paid according as they variously 
participate in doing the work of an enterprise and as the enterprise 
prospers. The principles of equity and fair mindedness present them- 
selves for consideration and lead, for instance, to the setting up of 
equitable differences within the enterprise. This is the Human Nature 
Aspect of labour and it is this aspect which has, in recent years, led to 
the introduction of the various job classification and evaluation tech- 
niques which are now becoming so popular. 


Hopwood goes on to say that, in addition, the Organization Aspect 
of labour strengthens and clarifies the concepts of equity and fair- 
mindedness which are brought to the fore through the Human Nature 
Aspect. According to it the individual works as a member of a definite 
body of people who carry on the work of an enterprise for the production 
of something jointly, dividing the labour among themselves but working 
in an integrated pattern and co-operating as a whole. “An organization 
is a co-operative structure. It is just the opposite of division by economic 
classes such as ‘Management’ and ‘Labour’ and by social caste or class. 
According to this aspect of labour, every individual occupies a definite 
position or job in the scheme of the whole with which he must be 
identified. In the work of the whole his job has a status, relative scope 
or level, and equity requires that differentials in compensation should 
conform to the differentials between the levels of work in the organiza- 
tion as a whole. The organization aspect of labour thus exhibits oneness 
—people in positions or jobs in an integrated pattern, whether managers 
or routine workers. It shows graduations in authority and level of 
work but no cleavage into two opposing groups of management and 
labour or employer and employee as shown by the economic aspect.” 


From this it would appear to follow that the recent tendency of 
both labour and management to get together in the formation of joint 
labour-management committees is not fortuitous; it definitely arises 
out of present attitudes. It is significant that labour, particularly in the 
industrial type of union, is becoming interested in management prob- 
lems, and, let it be whispered sotto voce, frequently knows more about 
these problems than does management itself. As Peter Drucker says 
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in his book Toward Industrial Self-Government “The central fact in the 
social crisis of our time is that the industrial plant has become the 
basic social unit, but that it is not as yet a social institution”. 


It is one of the cardinal principles of the job evaluation technique, 
incidentally, that somewhere along the line, the employee, either in- 
dividually or through his committees or unions, should be brought into 
the picture, and given an opportunity to participate or at the very 
least to protest decisions. Here, of course, a distinction should be made 
between matters of fact, their adequacy or inadequacy, and judgments 
arising out of interpretation. 


IV 


To the foregoing aspects of labour we should, I think, now add 
another—the Social. No industry, no organization, operates by itself 
alone in our society, no matter how well organized or how large it may 
be in its own right. Action and reaction occur in complicated patterns 
and just as society as a whole may derive certain benefits from and may 
possess certain obligations to its parts, so also do these parts in turn 
derive certain benefits from and possess certain obligations to the whole 
within which they move and have their being. 


The Social Aspect of labour thus leads to the assumption of a 
regulative role by governments over the conditions of work. Principles 
which have been worked out in individual enterprises and concessions 
which have been won often through bitter strife are given legal status 
and are enforced as being conducive to the common good. Laws relating 
to hours of labour and the conditions of work are a case in point. 
Vacations with pay, sick benefits and pensions for the aged likewise 
have their social significances and are becoming matters of governmental 
concern as is also the setting of minimum wage standards at levels 
sufficient to enable both the female worker and the family man to live 
decently and adequately. The consideration now given by enterprises 
to prevailing rates within the industry or in the community at large 
has likewise its social significances. 


Social considerations have also largely determined the incidence 
of taxation in Canada during the war years, and the quite evident effort 
to level off the general income of the community. The “baby-bonus” is, 
of course, another step in the same direction. 


The social aspect of labour shows itself in another manner, one 
somewhat at variance with the foregoing. It has just been remarked 
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that equity and fair-mindedness lead among other things to the setting 
up of equitable differences (in pay) within enterprises. Accordingly 
one should expect remuneration to follow the degree of skills exercised 
and that the creative genius, whether he be engineer or artist, should 
be substantially rewarded. This, of course, is the truth of the matter, 
but in addition it can be argued that he should also be rewarded in 
proportion to the worth and enduring values of his contributions to the 
welfare and progress of the community as a whole. Men such as Euclid, 
Copernicus, Galileo, Kepler, Newton or Einstein make contributions 
which can alter the whole course of history and which persist in un- 
changed form for centuries. We also have our great composers and 
their great interpreters, our artists, and our literary geniuses. These, 
too, deserve reward whether labouring in the vineyards of industry or 
for themselves. How far one should go in assessing weight to social 
contributions of these natures is difficult to say. Probably the engineer 
and creative worker generally should be more highly rewarded than 
now, and it is perhaps significant, in view of the phenomenal strides 
made in that country, that in the Soviet Union, the creative worker, 
whether engineer, writer, or artist, heads the salary scale. 


One is forced to admit, however, that the contributions of some 
few immortals to the welfare of mankind are of such inestimable worth 
as to preclude any thought of price-tags, and that at the other end of 
the scale we have the curious phenomenon of the public being willing 
to pay and to pay out of all proportion for the vicarious satisfaction of 
the primitive drives concerned with sex and combat. Our Frank 
Sinatras and others of their ilk seem to have the most appeal. 

Job evaluation techniques, at any rate, have their limitations. 


Vv 


From this altogether too brief and inadequate survey of the chang- 
ing world of labour relations, it will be seen that we are today concerned 
with something more than the employment, health and the welfare of 
the emoplyee, though, indeed, these are important aspects of personnel 
work and will always remain so. We are now not only concerned with 
persons as human beings, we are also concerned with them in jobs as 
an integral part of the enterprise. We are also concerned with these 
jobs themselves and with their place in the scheme of the organization. 
In this new field, personnel administration becomes in a very real sense 
an important arm of management, one closely associated with top 
administrative levels, one concerned with all branches of administration 
in its work. The personnel officer must still have a broad view of and 
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an understanding approach to the human relations’ aspect of the enter- 
prise but, in addition, he must also be prepared to investigate both 
specific and general problems, to interpret facts and attitudes, to 
develop plans and procedures and to facilitate the proper functioning 
of the line organization in his enterprise while standing apart from it 
and interfering as little as possible with the rights and responsibilities 
of those in charge. 


Here there are certain similarities to the activities of industrial and 
management engineers. As in production, the planning engineer deals 
with machines and processes so also does the personnel administrator 
deal with persons. This is particularly true of office jobs since in many 
of these the individual takes the place of the machine on the production 
line in the factory. 


In one of its aspects, therefore, personnel administration is con- 
cerned with planning, one of the major functions of management. 


VI 


In all this the job is central for while individuals may come and 
go, oringing their own problems with them to be sure, the framework 
of the job is relatively stable. Planning for personnel cannot hope to 
succeed until the job itself is mastered, until we know how it fits into 
the general pattern of the organization, what it is worth, and to what 
an extent it serves as a training ground for the next job in line, if any. 

It is here that job evaluation techniques prove most valuable for 
they serve primarily for the focussing of attention on the important 
aspects of each task and serve at the same time for the securing of 
consistent judgments in respect of matters under consideration. 


Job evaluation should not be confused with what goes under the 
name of efficiency engineering as this term is ordinarily understood. 
It has nothing to do with work simplification practices, piece-work or 
speed-up systems and the like. These, generally speaking, apply to low 
levels of skills and to mass production, and no matter how meritorious 
they may be in their own right they have had little direct effect on wage 
rates. Job evaluation techniques on the other hand, while applicable to 
low levels of skill, are capable of extension upwards into the higher 
level of professional and executive skills. 


While efficiency in production and in the conduct of business is 
not primarily considered, an adequate system of job evaluation does 
give rise to by-products which usually result in greater economy and 
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efficiency. These come about partly through the searching character of 
the analysis which is required and partly through increased employee 
morale and loyalties. 


Other advantages claimed are that the techniques lead more nearly 
than is usually the case to payment according to merit; that objective 
criteria are furnished, in addition to seniority, for promotion; that 
greater uniformity of wages and salaries as between departments and 
between plants is secured; and the number and severity of labour 
disputes are decreased. Efficiency methods leading to the “speed-up” 
are opposed by labour since such are frequently carried to extremes. In 
those organizations which have adopted job evaluation techniques, 
harmonious relationships on the whole would appear to prevail. 


The problems encountered in setting up a complete system of wage 
and salary determination have been summarized in three brief questions: 

“What is the job?” 
“What is it worth?” 

and, 
“How well does he do it?” 

To these we can add two more: 
“Where does he go from here?” 

and, 
“How do we train him?” 

The answer to the first question: “‘What is the job?” requires a 
detailed knowledge of the duties, requirements, responsibilities, and 
working conditions of each position. The answer to the second question: 
“What is it worth?” requires a systematic comparison of all jobs in 
order to establish their relative worth. It is also necessary as a first 
step in making wage comparisons with corresponding jobs in other 
companies in the same area. The answer to the third question: “How 
well does he do it?” requires the merit rating of the employee in his 
job and, associated with this merit rating, the keeping of a record of 
his attainments and suitability for advancement. It thus leads into the 
last two questions which are related to the planning function more 
particularly but which cannot be answered until answers to the first 
three are forthcoming. 


Vil 


It is seldom that adequate descriptions of jobs or positions are 
available in organizations inaugurating a systematic plan of personnel 
administration. Position descriptions therefore have to be compiled 
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and in their compilation it has been found that the co-operative efforts 
of the employee, his immediate supervisor, and his department head 
are all required if the best results are to be secured. 


Generally speaking, the methods of job evaluation now in use may 
be divided roughly into two main groups, those which endeavour to 
classify jobs as wholes and those which break the job down in some one 
way or another so that analysts and evaluators may be enabled to 
assess different weights to different factors as they may appear in 
different jobs. 


The simplest and least reliable way of classifying jobs is to 
establish salary groups or ranges and to endeavour to place each job in 
its appropriate range as it comes up for consideration. As this plan 
works out in practice the basis for determining the grade into which 
a job shall be placed, is pretty much the present salary of the job. 
Obviously the results of such a system used by itself is to perpetuate 
inequalities already in existence. 


Slightly more accuracy is secured by ranking the jobs first in the 
order of their estimated overall importance and without regard to 
salaries. Once the ranking is completed, either for the whole or for 
key jobs, then the series is adjusted to the salary scale. It will be 
observed that this method is the inversion of the first. 


The civil service type of classification should also be mentioned. 
This depends on a series of standard occupational groupings, well 
described and arranged according to an ascending salary scale. 


In the foregoing methods much depends upon the judgment and 
care with which the classification of the individual job is done. They 
result in ratings based on opinion unsupported by factual data and so 
thus may not only suffer in respect of accuracy but results cannot be 
defended in the case of controversy. No written record of evaluation 
procedure remains, nor can discussion of inequalities and injustices 
proceed on a sound comparative basis. This is of much importance 
under the Wartime Labour Regulations since, in these, alleged inequali- 
ties and injustices form the grounds for adjustment. The first two 
methods are said to yield about 60 per cent. coincidence with results 
from more refined procedures, but it is not in the 60 per cent. but in 
the remaining 40 that difficulties arise and dissatisfaction is most in 
evidence. 


Moreover, the analysis in any case does not proceed far enough 
to produce the valuable by-products which can be made to flow from 
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the more exhaustive treatments. Of these quite a number are now in 
use. 


Advocates of one or more of these are usually quite vociferous in 
their claim for superiority over the others, but all have much in 
common. In all, the worth of the position is considered to be given by 
the combination of a number of factors, each being required in varying 
degrees by jobs of differing types. 


One method uses the following rather simple breakdown: 
Mental Requirements 
Skill Requirements 
Physical Requirements 
Responsibility, and 
Working Conditions. 


The work of comparison is made simpler and more accurate by 
considering the job in terms of each of its foregoing aspects, rather 
than as a whole. Thus, for instance, in comparing the work of a 
stenographer and watchman it is not difficult to determine that the 
work of the stenographer requires more skill and more mental but 
fewer physical requirements. To determine the relative importance 
of each of these two jobs in each of the factors and to determine which 
has the greater overall value by sumation of factor values is easier 
than to estimate which of the two is worth the more without the com- 
parison. Similarly with other positions.. 


The variations which occur among the various methods aside from 
the numbers of factors employed, are to be found in the methods used 
to arrive at dollar values. Most methods use key jobs whose nature 
is well known and whose going rate is thought to be correct, and values 
for the remainder are standardized in terms of these. Some methods 
rank these key jobs in respect of the factors employed directly in dollars 
and cents, others assign points to various levels in the factors, these 
being converted to dollars once ratings are obtained for the series. 


Once a series of arbitrary values are obtained from a series of 
ratings it becomes possible to take two further steps. It becomes 
possible to make adjustments in the rates of those jobs which have 
been found to be out of line and, if desired, it becomes possible to make 
comparisons with other firms and with the community, if surveys are 
available. 


A survey of the literature on job evaluation discloses the fact that 
the general technique has by no means been perfected. Not only are 
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there the differences in the fundamental techniques described above, 
there are differences also in the applications of the techniques. Some 
authorities work solely by job comparisons, job with job; others prefer 
to establish definitions for the various grades of the several factors and 
to lean rather heavily on these as guides. And it must be admitted also 
that the methods used in arriving at the point values of the factors 
used in the various grades appear somewhat crude when subjected to a 
rigorous statistical analysis. Practice also differs when it comes to the 
question of who is going to do the work of assigning ratings. Some- 
times skilled analysts perform the work, at other times the pooled 
judgment of committees is depended upon. Nevertheless, judging by 
the practical and substantial results achieved, and from the uniformity 
which is met with when different methods are employed, one is justified 
in believing that there is a substantial substratum of validity under- 
lying the general idea. 


Matters of policy may affect the decision as to how far an enter- 
prise may wish to go in conforming with prevailing rates elsewhere. 
It may have to be decided, for instance, as to whether minimum wage 
standards will be adopted, or as to whether the principle of equal pay 
for equal work will apply. Considerations such as these will determine 
the weight which should be attached to community rates and the like. 


Vill 


A sound scheme of job evaluation properly instituted and faithfully 
applied furnishes a factual basis for the determination of the employee’s 
performance of his duties, and in many firms merit rating schemes 
have been introduced, to reward the efficient and to penalize the incom- 
petent. The employee is classified within an appropriate salary range 
according to his job, and his place in the range is determined by his 
performance in the job. 


One questions seriously whether such schemes are worth while in 
the lower salary brackets, for in these job contents in terms of the 
skills exercised are oftentimes so low that it is difficult at times to 
justify paid rates on the basis of these alone and one is forced to 
conclude that minimum wage standards have been applied in practice 
whether consciously or not. 


It would appear that rather more stress should be paid on achieving 
a fluidity in organizational structure, rather than on merit rating per 
se, so that lateral transfers can be made to keep pace with the develop- 
mental needs of the employee and so that places can be found for him 
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as he develops. The division of labour has been practiced in industry 
with tremendous success. Costs have been lowered, production in- 
creased and man-hours per unit decreased to amazingly low values. 
This is well known of course, but it is not generally realized that a 
similar process has been going on in the clerical field and even in the 
professional field as well. The result is, of course, again the reduction 
of costs and an increase in output but at the same time, the number of 
low-grade jobs, demanding little or nothing in the way of education or 
experience has increased. There are few clerical jobs in large enter- 
prises which really require even the knowledge of business methods 
gained in commercial high schools and much the same can be said for 
technical and even for profesional jobs as well. Dead end jobs have 
multipled many times over, lines of promotion have become fewer, and 
the work by itself, in many lines of endavour, has failed to provide the 
training necessary for the supervisory grades and higher level jobs 
which in their own right have become more important. 


Where this condition exists it is readily brought to light by the 
evaluation technique. It then becomes a problem in management en- 
gineering, one which calls for organizational changes as well as for 
personnel finding and developmental programmes for its solution. 
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FROM WAR TO PEACE 


F. C. MECHIN 
Assistant to the President of Imperial Oil Limited 
on Employee Relations 


ANADA is seventy-eight years old this month as she faces the 
most significant social and economic period in her history as a 
nation. What she achieves during the next few years should consolidate 
the position established by her magnificent war effort and insure the 
happiness of her people. The time we talked of for so long has arrived. 


Today Canada must switch from an economy based on production 
for destruction to an economy designed to produce for consumption. 
During the war years the problem has been to find men for work. 
Hereafter it will be to find work for men. 


For this day the Canadian Government has laid elaborate plans. 
The “White Paper on Employment and Income” presented to Parliament 
in April by Hon. C. D. Howe unequivocally adopts as its major aim 
a high and stable level of employment, outlining a four-point programme 
to this end. While the Federal Government accepts a large measure 
of responsibility for employment, success of the programme depends 
to a large degree on the initiative of Industry. In the “Reinstatement 
in Civil Employment Act of 1942” the government recognizes this fact. 


Imperial Oil Limited has made preparation for postwar develop- 
ments and the return of employees who left to serve in Navy, Army 
and Air Force. Its policy was outlined by the president, R. V. LeSueur, 
at the shareholders’ annual meeting in April. 


It recognizes two responsibilities on the part of the Company. 
First it accepts the obligation to its own employees. Then it recognizes 
the general responsibility of industry to do everything it can to assist 
in the national effort to maintain a high level of employment throughout 
the country. 

Before examining in detail what the Government is prepared to 
do and what the Company proposes to do, certain aspects implicit in 
the many facetted situation should be considered. Mr. Howe’s white 
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paper sets forth the thesis that 900,000 more jobs will be needed after 
the war than there were in the pre-war year of 1939. This figure is 
reached after taking into account the number of fighting men and war 
plant workers who will return to agriculture and the number of 
women who will return to home making, as well as men who will 
remain in the armed forces. To the 900,000 who will be seeking work 
must be added an annual increment of approximately 60,000 from the 
natural increase of population. 


From this it may be seen readily that it is not enough to give back 
their old jobs to the men who left industry to fight the war or to find 
them other jobs just as good. Work also must be sought for the men 
who had none when they enlisted. Jobs are required for those who 
went directly from school into the services and are returning as young 
men with no experience behind them except that of classroom and war. 
Useful work must be found for those who manned the war plants. 


When people think of full employment they are apt to visualize 
it in terms of factories producing goods. Actually manufacturing 
represents a fairly small proportion of Canada’s total potential employ- 
ment. For the twenty years preceding the war the percentage of - 
persons gainfully employed in Canada who were occupied in manufac- 
turing remained practically constant at 18 per cent. War production, 
of course, increased this figure. In 1943 when munitions production 
was at its peak, 2914 per cent. of the total number of persons gainfully 
occupied in Canada outside the armed forces were engaged in manufac- 
turing. It is evident that this figure will decrease even though Canada 
approaches the period of peace much more highly industrialized thap 
she was at the outbreak of war. 


In this connection it is interesting to note that in 1940 before 
the United States entered the war, only 23.4 per cent. of those gainfully 
employed were engaged in manufacturing, and the United States is the 
most highly industrialized country in the world. In point of fact in 
1940 the United States was engaged in large production of war 
materials for the United Nations. 


While governments and industry can draft plans on broad general 
principles, their application in actual placement can be handled best as 
an intensely personal affair involving an understanding, sympathetic, 
and patient approach to the problems involved. Imperial Oil’s attitude 
in this respect is that the returning employee’s service overseas is to 
all intents and purposes service with the Company and that the 
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Company should make an effort to adjust itself to the veteran. Return- 
ing men have no common denominator except that they have served 
their country in war, so the placement of each veteran in post-war 
civilian life must be approached on an individual basis. 


This Company’s experience after the last war emphasized the 
need for the individual approach and by means of this approach the 
Company was able to reinstate all veterans who were able and who 
desired to return to its employ in a manner believed to have been 
generally satisfactory. 


The Canadian Government has developed a broad policy covering 
veterans’ rehabilitation which has been implemented by the “Reinstate- 
ment and Civil Employment Act” and regulations. Incidentally, 
women who served in the three forces are recognized as deserving of 
the same consideration as men, and persons transferred to other employ- 
ment at the request or direction of Selective Service also are entitled 
to reinstatement under the Act. Those returning from the Merchant 
Marine are also covered by the Act. 


Subject to conditions set forth in this act, an employer is required 
to reinstate any war veteran who had been employed by him for at 
least three months prior to acceptance for service. The employer must 
provide reinstatement under conditions not less favourable than would 
have been applicable had the returning veteran remained in his employ- 
ment. The right to reinstatement shall be subject to the established 
rules of seniority in the employer’s establishment with the retention 
of seniority rights during the employee’s period of military service. 
Later legislation covering specific details supplement and clarify this 
directive to industry. 


Government regulations and other legislation regarding demob- 
ilization and rehabilitation are described in a booklet issued by the 
Department of Veterans’ Affairs to members of the armed forces 
under the title “Back to Civil Life”. This outlines demobilization pro- 
cedure; available opportunities for vocational and educational training 
during the time between cessation of hostilities and day of discharge; 
available services of personnel selection officers and representatives of 
the Department of Veterans’ Affairs; rehabilitation grant and clothing 
allowances; war service gratuities; re-establishment credit; Veterans’ 
Insurance Act which provides, subject to conditions prescribed, for 
life insurance up to $10,000 without medical examination; provisions 
of the Veterans’ Land Act; medical treatment; pensions and unem- 
ployment insurance. 
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All these provisions to aid and safeguard the veteran in re- 
establishing himself in a place in civil life comparable to that he might 
reasonably be expected to have reached, had he not interrupted his 
career to serve his country in the armed forces, have been outlined 
fully in Parliament and press so that their description in detail here 
is unnecessary. Among the acts and regulations containing these pro- 
visions are: “Reinstatement in Civil Employment Act’; Reinstatement 
Regulations; War Services Grants Act; Re-establishment Credit Regu- 
lations; Post-Discharge Re-establishment Order; Veterans’ Insurance 
Act; P.C. 4465 re Medical Treatment; Veterans’ Land Act and the 
Pensions Act. 


With the needs of the general employment situation in mind, the 
Company plans to go somewhat beyond the Government’s provisions 
for reinstatement of veterans and has developed a programme in this 
connection. This includes projects for plant development, for con- 
struction, and exploration for new sources of petroleum supplies. This 
programme of capital expenditure, of course, will create work not only 
in the Company, but in the industries which will supply the large 
volumes of materials, and the many services involved. Naturally, all 
the projects must be economically sound, having as their ultimate 
objective the supplying of better products and services at the lowest 
possible cost, which in turn will tend to increase consumption and so 
further expand employment opportunities. 


Supplementing the Government’s vocational and educational train- 
ing courses, the Company’s programme of training is designed to enable 
the man who has been away with the armed forces to perform his 
work on an equal basis of effectiveness with his fellow employee who 
remained in the Company’s service throughout that time, thus improving 
the overall efficiency. 


A man cannot be expected to return to work from which he has 
been separated for a period of years in totally different environment, 
and pick it up where he left off. Furthermore, many of the problems 
that normally would be spread over years of service, had he remained 
with the Company, now may be crowded into the first few months of 
his reinstatement, creating a concentration of difficulties. Flexibility 
is the key word in the Company’s highly personalized plans for meeting 
situations such as this. 


The Company looks upon specialized training given many men in 
the armed forces as an asset of which fullest advantage should be taken. 
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Further training supplied by the Company to supplement this is con- 
sidered as an investment. 


Objectives embraced by the Company’s programme are :— 


1. Reinstatement of former employees desiring to return to the 
Company’s employ upon their discharge from the armed forces. 


2. Rehabilitation, as far as possible, in productive work of returning 
employees physically handicapped as a result of war service. 


3. Provision of opportunities for training and education designed to 
aid returning employees in their readjustment to civilian employ- 
ment with the Company. 


4. Retention, in so far as practicable, of employees who have been 
engaged during the war and desire to continue with the Company. 


5. Endeavour to provide post-war employment for others who are 
not former employees and, in particular, those who left school to 
enter the armed forces. 


As already noted, in carrying out this programme the Company 
proposes to apply a policy with regard to reinstatement which extends 
beyond the requirements of the Act and Regulations. It does not intend 
to exclude from this right those who, prior to entering the armed forces, 
had been employed as substitutes for other employees who had previ- 
ously joined the forces. It will endeavour, moreover, to reinstate all its 
returning employees, regardless of their length of service at the time 
of their induction into the armed forces. 


A clearly expressed and comprehensive booklet on reinstatement 
of employees returning from the armed forces has been published and 
sent to all employees, men and women, who left the employ of the 
Company to served in the armed forces. 


In brief, the procedure to be followed in applying Imperial Oil’s 
policy involves the following steps: 


The returning serviceman seeking reinstatement is received by 
the senior official of the Company at the branch where he worked, 
welcomed, then taken to the personnel manager. 


Before any placement is made the man is examined by the medical 
officer solely to insure placement in a job which will be within his 
physical capabilities. In cases where disability is indicated the local 
management, in consultation with the doctor, decides what work the 
man can do and reinstates him in an appropriate position. 
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Responsibility for seeing that every consideration is given to the 
veteran’s experience, qualifications, seniority, health and personal 
wishes rests with the local management. 


Where a veteran can be placed to the satisfaction of both himself 
and the local management, this is done without delay. Where he can 
be placed in a working position on a training basis, Company policy 
permits that the man can be paid the rate for that position during the 
period of on-the-job training. 


In cases where the veteran or the management thinks special 
consideration is warranted either for a transfer to another department 
or branch, extraordinary promotion or other special circumstances, 
head office is consulted and the man has every opportunity to voice his 
personal preferences. While a decision is being reached the applicant 
is offered reinstatement on a temporary basis. 


Disability cases are reinstated in the positions or departments they 
left if they can perform the job, without hazard to themselves or other 
workers. Additional training is given where this is felt to be desirable. 


If the disability is such that the worker cannot carry on in the 
position to which he would otherwise be entitled, every effort is made 
to find other work at a commensurate rate that he can do, and when 
local management exhausts all possibilities, he is referred to head 
office for consideration under the Company’s benefit plans. 


A follow-up of all reinstated employees is made within two months 
of their return to the Company. Where a veteran is finding adjustment 
difficult, transfer or additional training is considered. Even if several 
transfers are necessary, sympathetic treatment during the transition 
period is a “must”. 


Those who wish to take advantage of the Government’s educational 
or vocational training plans need not renounce their rights to a job 
with Imperial Oil. Where the training will fit a man better for service 
with the Company, leave of absence may be granted on the understand- 
ing that while the employee is under no obligation to return, nor does 
the Company have to give him a job, nevertheless éndeavour will be 
made to provide suitable work for him during school vacations and 
after he has either completed or discontinued the course. Certain of 
the Company’s benefit plans, group insurance, hospitalization coverage, 
and others, may be continued during such leave of absence. 


From the outbreak of the war, the Company’s policy has been to 
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mitigate as much as possible any loss that might be incurred either 
financially or any other way by reason of the employees’ war service. 
In this connection each enlisting employee who had a year’s service 
with the Company at the outbreak of the war was given a bonus of a 
month’s pay and was transferred to the Company’s special defence 
payroll through which he received the difference between his civilian 
pay and his military pay where the latter was less than the former. 
In addition, coverage has been maintained under the Company’s death 
benefit plan and provision made for continuation of participation in 
the group insurance, pension and savings plan. 


Personnel officers of the Company report that they find the majority 
of returning servicemen to be reasonable and practical. Personnel 
counsellors of the Armed Forces seemed to have made an excellent job 
of analyzing the difficulties of the employer and clarifying them in the 
minds of the veterans. Most veterans realize that no civilian organiza- 
tion can be made up exclusively of high officers any more than an army 
can. There have to be some privates. 


Broadly speaking there are six types of cases which local manage- 
ment is called upon to meet in applying the reinstatement programme. 


1. There is the veteran who returns to his old job at the normal rate 
of pay for the work he is doing, and settles down happily, glad to 
be back. He is no problem. 


2. There is the youth, who occupied a minor position before enlist- 
ment, who returns now, grown in character, general experience 
and understanding of teamwork, but with no actual training to fit 
him for increased responsibility and pay. He accepts happily the 
opportunities of training offered by Government and Company. 
He is a valuable addition to the Company’s personnel. 


3. There is the young man in similar circumstances who feels he 
should command advanced position and pay at once without further 
training, and is impatient with delay and adjustments. He may 
consider that better opportunities will offer elsewhere or perhaps 
he can be persuaded to take a long range view of the situation. 
Transfer to some other department may be the answer to his 
problem. 


4. Then there is the man who has received some specialized type of 
training during his war service which makes him more valuable 
to the Company on return than he was before. With supplementary 
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training supplied by the Company he may qualify for extraordinary 
promotion. He again is an asset, not a problem. 


5. The man with a war disability which makes it impossible for him 
to take his old job back, may have skill and ability to handle other 
work in his own or another department, or he, too, may have had 
training. His place should be found. 


6. Despite best efforts there will be cases where, because of physical 
or mental disabilities incurred in the war, a man cannot be adjusted 
to any work that the Company can provide. In such cases the man 
will be given full consideration under the Company’s sickness 
benefits program. 


Already some 225 of the Company’s 2,200 veterans have been 
demobilized, and 190 of these have been reinstated. The remainder did 
not report or request reinstatment. Some 35 of those who were re- 
instated subsequently left the Company’s employ to engage in other 
occupations, in some cases to take advantage of various Government 
plans such as those for land settlement, and others to become enter- 
prisers on their own account. 


The Company’s policy as set forth in its reassimilation plan will, 
it is hoped, be an effective contribution to the national purpose of 
maintaining a high level of employment. Although 2,200 employees of 
the Company and of its subsidiaries in Canada enlisted in the armed 
forces, the Company’s active employment in Canada today is approxi- 
mately 2,500 greater than it was at the outbreak of war. Of course, of 
those who were recruited for Company service during the war quite a 
number do not intend to continue in employment after hostilities cease 
and, as already noted, some veterans will not wish to return to the 
Company’s service. 


Even so, a project which contemplates not only reassimilation of 
veterans who desire reinstatement, but also an effort to continue in 
employment those who were taken on the payroll since the war began, 
and an effort to develop employment opportunities for those who went 
directly from school into the armed forces and so have no previous 
employment experience, is a large one; but it is hoped that with the 
exercise of determination, enterprise, and patience, it can be developed 
successfully. 


Faced with the national emergency of war in 1939, Canadian 
industry put forth unprecedented efforts and achieved results that have 
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won the admiration of the world. If the same determination, concen- 
tration of endeavour and unselfish co-operation can be applied to the 
many problems of consolidating the peace, it is reasonable to hope for 
an equal measure of success. 


The conviction of Imperial Oil in this respect is expressed in the 
concluding words of its president as he presented his annual report to 
the Company’s shareholders a few months ago. 


“Various measures adopted or advocated by the Canadian Govern- 
ment during the past year indicate that while it proposes to take 
practicable measures within its powers to ensure post-war prosperity, 
it considers that a great part of the effort must be in the hands of 
private enterprise — producers, labour, management and investors. 
These, working together in a spirit of goodwill engendered by mutual 
regard for each other’s duties and rights, can accomplish a great part 
of the task of post-war reconstruction and rehabilitation, and your 
Company believes that its shareholders, its management and its workers 
are all aware of this and will do their full share to maintain a prosperous 
Canada through and beyond the difficult and challenging period of 
readjustment.” 
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AN OUTLINE OF OLD AGE PENSIONS IN GREAT 


BRITAIN, UNITED STATES AND CANADA 
JAMES A. CAMPBELL, 


HE history of public old age pension systems goes back only a little 
over fifty years, the first organized plan having been introduced in 
Denmark in 1891. Since then almost every western country has adopted 
a system of one type or another for providing subsistence allowances to 
old people without means of support. Some systems are paid for entirely 
out of the general funds of the community, while others require con- 
tributions during working lifetime toward the cost of the pension. Even 
before systems of old age pensions existed, the indigent aged were 
entitled to allowances under Poor Laws or were eligible for admission to 
aged people homes maintained by public funds, so that an old age 
pension system may be thought of as merely a new method of meeting 
an already acknowledged social liability. This is an important point, 
especially when we consider the cost of an old age pension scheme. 
Allowance must always be made for what the cost would have been 
under the old age assistance plans previously in effect. 


There are a number of reasons for the rapid growth of public old 
age pension plans. The age distribution of the countries of Western 
Europe and North America has been changing rapidly in recent years 
with a growing proportion of the population at the older ages. The 
reduction in death rates in the last century has naturally allowed more 
people to survive to pension age. However, the decline in the birthrate 
is of even more imvortance, and the effect of this has been accentuated 
in European countries by emigration which drained off the younger 
people to seek their fortune in the Western Hemisphere. The emigrants 
left behind them their parents and grandparents, and their maintenance, 
as they grew older, became too great a burden for those of their 
descendants who remained in the “old country.”” When a family is large, 
providing for its own old people is a burden which can be lightly 
distributed over all the group. With the trend to smaller families, many 
more people will reach old age without any descendants who can look 
after them without feeling such a duty to be a burden. 
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At the same time as this change in age distribution has been 
occurring, there has been a swing from an agricultural to an industrial 
economy and the standards of efficiency and production have continually 
been rising. In an agricultural civilization even aged people may find a 
useful contribution to make to community life but in large cities under 
our current economic arrangements, an old person sometimes finds him- 
self unwanted as a producer and even criticized if he continues to work, 
for taking a job which should be available to a younger person. 


Even in Canada and the United States we are beginning to feel the 
change in the age distribution and the change in the economic situation. 
In the next thirty or forty years we can expect a rapid increase in the 
proportion of the population at ages beyond the normal working period. 
The following tables give some idea of the magnitude of the swing to the 
older ages. Unfortunately they are not strictly comparable, being split 
at different ages, but the trend is the same in Great Britain, United 
States and Canada. Such estimates are based on the projection of past 
experience and are subject to change as conditions alter, but there is 
no reason to believe that they exaggerate the likely future weight of 
the older ages in the population. 


In the Beveridge Report the following figures are given, taken from 
the White Paper on “Current Trend of Population in Great Britain.” 


PERCENTAGE OF POPULATION 


Men Aged 15 to 64 Men 65 and Over 

Year Under 15 Women Aged 15 to 59 Women 60 and Over 
1901 32.5 % 61.3% 6.2% 

1911 30.8 62.4 6.7 

1921 27.9 64.2 7.8 

1931 24.2 65.2 9.6 

1941 20.6 67.5 12.0 

1951 19.1 66.4 14.5 

1961 17.9 65.1 17.1 

1971 16.5 62.6 20.8 


The figures for 1941 to 1971, inclusive, are estimates based on birth 
and death rates being currently experienced. 


A similar table for the United States is given in a paper by Robert 
J. Myers in the Transactions of the Actuarial Society of America, 
Volume XLI. The figures for years up to 1930 are taken from the 
decennial census returns. The figures for 1980 are those shown in 
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“Population Statistics, Vol. I, National Data,” published by the National 
Resources Committee of the United States in 1937. 


PERCENTAGE OF POPULATION 


Year Under Age 20 Aged 20-44 Aged 45-64 Aged 65 and Over 
1880 48.1% 35.9 % 12.6% 3.4% 

1890 46.2 36.9 13.1 3.8 

1900 44.5 37.7 13.7 4.1 

1910 42.1 39.1 14.6 4.2 

1920 40.8 38.5 16.1 4.6 

1930 38.9 38.3 17.4 5.4 

1980 26.0 34.1 25.9 14.0 


The 1980 estimates shown are the “medium” results reached based 
on medium birth and death rates and allowing for immigration of 
100,000 a year. The “low” and “high” estimates showed the populations 
at ages over 65 as 14.9% and 13.8% of the total, respectively, so the 
variation is small. 


For Canada the following table shows estimates prepared by W. 
Burton Hurd and M. C. MacLean, and published in Volume 5 of the 
Canadian Journal of Economics and Political Science. The figures for the 
years 1901 to 1931 are solely from the census reports. The 1941 figures 
marked “estimated” are those included in the original paper, which was 
published in 1939. The figures for 1941 marked “actual” are those from 
the 1941 census now available. The figures for 1951 to 1971 are the 
original estimates. - 


PERCENTAGE OF POPULATION 
Year Under Age 20 Aged 20-64 Aged 65-69 Aged 70 and Over 


1901 44.5% 50.5% 2.0% 3.0% 
1911 42.3 53.1 1.8 2.8 
1921 43.5 51.7 2.0 2.8 
1931 41.6 52.9 2.2 3.3 
Estimated 1941 36.9 56.6 2.5 4.0 
Actual 1941 37.5 55.8 2.7 4.0 
1951 35.4 56.5 3.3 4.8 
1961 35.4 55.5 3.3 5.8 
1971 34.1 56.5 3.4 6.0 


Although Canada is still a-much younger country than the others, 
the proportion at ages 65 and over in 1971 may be about 914% as 
compared with actual figures from the 1941 census of 6.7%, an increase 
of nearly one-half in thirty years. 
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With some idea of the growth in the population at the older ages 
as a background, it will be useful to examine some of the schemes of old 
age pensions now in existence or proposed for early adoption. It is 
believed that the systems in Great Britain and the United States and 
our own plans in Canada will provide the most useful material for con- 
sideration. We are likely to be influenced more by them than by any 
plans in effect in countries on the European continent or in Australia or 
New Zealand. 


Old Age Pensions in Great Britain 

The first Old Age Pension Act was passed in 1908. It provided a 
pension of 1s to 5s a week, commencing at age 70, subject to a means 
test but not under the condition of destitution. By the end of March 
1909, some 500,000 old persons were receiving these pensions. In 1920 
the pension benefit was increased to 10s a week, and a certain amount of 
latitude was permitted then and later, in the means test. In 1925 widows’ 
and orphans’ benefits were introduced, and the principle of contributory 
pensions was adopted. There was a demand for the reduction of the 
pension age to 65 instead of 70, and the resultant increase in cost was 
a serious problem. It was met by requiring contributions sufficient to 
provide for the pension payments falling due from 65 to 70. A further 
concession was the elimination of the means test for all who became 
eligible for pensions after 1928. The contributory pension fund is credited 
with contributions and charged with pension payments from age 65 to 
age 70. Pensions payable after age 70 are still provided for on a non- 
contributory basis by general taxation. Until 1937, only persons who 
were contributing to the unemployment insurance and health insurance 
plans were eligible to join the contributory scheme, but commencing that 
year, persons outside the insurable employment section were permitted 
to join voluntarily. 


The above is a very simplified sketch of the history of old age 
pensions in Great Britain. Various proposals are now being made for 
modification. The Beveridge Report plans were not entirely accepted 
by the government and it seems better to outline the proposals actually 
made by the government in a White Paper issued in September 1944. 
In the following discussion, in addition to giving the figures for benefits 
in shillings per week, the monthly amounts in dollars are also given so 
that they can be compared readily with United States and Canadian 
benefits shown later. For simplicity pounds have been converted into 
dollars on the basis of the normal par of exchange, $4.86 per pound, 
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and weekly payments have been converted into monthly payments by 
multiplying by 44. 


Under the government plan, the rate of pension is to be 20s weekly 
(21.09 monthly) for single persons, and 35s weekly ($36.91 monthly) for 
a married man whose wife is dependent upon him. The pensionable age 
will be 65 for men and 60 for women. This joint pension may be split 
under certain circumstances into 20s weekly for the husband and 15s 
weekly for the wife, provided she is not a contributor in her own right. 
If she has been a contributor she will be entitled to her own pension at 
the single rate, and her husband will also be so entitled. 


A man who postpones retirement for a year will have his pension 
increased by 2s a week ($2.11 a month) if a married man, and 1s a week 
($1.05 a month) if a single man, for each year of work after the 
pensionable age. 


To qualify for pension the pensioner must actually retire, and 
reductions are made in the pension for earnings after retirement of 
more than 20s a week. 


Full pension will be paid to all those who make a yearly average of 
50 weekly contributions during their whole working lifetime under the 
scheme. Since this is part of a complete social security plan, it will be 
realized that contributions will be automatically excused whenever the 
contributor is receiving benefits under the unemployment or sickness 
features of the plan. This will make it*much easier to obtain a higher 
level of average contributions. The following table shows the reductions 
in the pension which are made where the average annual number of 
contributions paid or excused is less than 50: 


Average Annual Number of Rate of Pension Payable 
Contributions Paid or Joint Single 
Excused Weekly Menthly Weekly Monthly 
50 or more 35s $36.91 20s $21.09 
45 and less than 50 31/6 33.21 18 18.98 
40 and less than 45 28/ 29.52 16 16.87 
35 and less than 40 24/6 25.83 14 14.76 
30 and less than 35 21/ 22.14 12 12.65 
25 and less than 30 17/6 18.45 10 10.54 
20 and less than 25 13/ 13.71 7/6 7.91 
15 and less than 20 9/ 9.49 5/ 5.27 


The above provisions apply to persons who are less than 16 years of 
age when the new scheme comes into operation and who have accordingly 
a full lifetime of contributions. 
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Those people who are insured under the old plan and have not yet 
reached pension age must also have a yearly average of at least 50 con- 
tributions paid or excused to qualify for the full pension scale. Since 
records are not available, it will not be possible to cover the whole work- 
ing lifetime, and in any case contributions probably would not start on 
the 16th birthday. The test for yearly average contributions will, there- 
fore, be applied to a period not exceeding 10 years before the start of a 
new scheme. If the average number of contributions falls below 50 per 
year the rate of pension will be reduced as shown in the above table. 


The new plan is to apply without exception to every person in Great 
Britain and one of the very large groups requiring special treatment will 
be those who have not previously been covered. Some of these will have 
only a few years before they will be reaching the normal pensionable age 
of 65 for men and 60 for women. It is provided that this group must 
contribute 10 years before becoming eligible for pension. If they retire 
before the end of ten years they may either continue to pay contributions 
to complete the ten-year period or they may obtain a refund with interest 
of the pension element of their contributions and give up any right to 
pension. 


The rates of contribution normally collected cover unemployment 
benefits, sickness benefits, maternity benefits, death rates, widows’ and 
guardians’ benefits and health service, as well as old age pensions. An 
actuarial analysis shows that for retirement pensions for men the con- 
tribution required is 28.8d (58c) a week divided as follows: 12d (24c) a 
week from the insured person, 12d (24c) a week from the employer, and 
4.8d (10c) a week to be charged against the Exchequer. For women the 
total contribution is 26.8d (54c) per week, of which 11.2d (23c) is con- 
tributed by the insured person, 11.1d (22c) by the employer, and 4.5d (9c) 
by the Exchequer. In the case of a person who is not in insurable employ- 
ment, the employer’s share as well as his own must be paid by the 
individual. 


This whole governmental proposal is still in the discussion stage. 
The estimated cost to the Exchequer in 1945 is £352 million as compared 
with £278 million under the present social insurance schemes and allied 
services. These figures cover all of the benefits, including family allow- 
ances, health services and unemployment insurance, as well as old age 
pensions. 


The plan does not provide for the accumulation of a reserve fund. 
Each year the amounts contributed by individuals are paid into the 
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income of the social insurance plan and the benefits are paid out, with 
the Exchequer making up the deficiency. As the proportion of pensioners 
in the population grows, the cost will gradually increase and the 
Exchequer’s share in 1975 is estimated to be £557 million as compared 
with £352 million in 1945. 


The contributions shown above are calculated to be sufficient on the 
assumption that the insured person enters the plan at age 16 and con- 
tributes throughout his lifetime until retirement. Since the plan con- 
templates the immediate payment of the full scale of pensions to persons 
who are now at or approaching retirement age, it is evident that there 
will be a large deficiency to be provided for. In effect this deficiency is 
taken over by the Exchequer in addition to its share of the stated con- 
tributions. Whether this assumption of the cost of the higher scale of 
pensions is actually an additional financial burden is not entirely clear 
since there is already in existence a plan for supplementing the present 
old age pensions in deserving cases. 


The old age pension system in Great Britain is typical of similar 
plans in the other European countries in that there is a uniform scale of 
benefits and contributions applicable to all eligible persons without 
regard to their actual scale of earnings. The corresponding plan for 
the United States, described in the next section, attempts to relate 
contributions and pensions to the actual earnings of the individual 
covered by the plan. In this respect it is individualistic rather than 
socialistic and reflects the prevailing political and economic charac- 
teristics of the Western Hemisphere. 


Old Age Pensions in the United States 

Prior to 1935 there was no national scheme in the United States 
providing for old age pensions. A number of States had passed pension 
laws during the period 1923 to 1935, but these provided only sub- 
sistence allowances. In general, these Acts gave a pension of sufficient 
amount to bring the income of an individual who had attained age 65, 
or age 70 in some States, up to about $1.00 per day. 


In 1935 a national scheme of old age pensions was introduced. This 
is embodied in the Federal Social Security Act of 1935 (and its various 
amendments in 1939), and consists of two distinct plans: first, an Old 
Age Assistance plan, operating through the States, and second, a 
Federal Old Age and Survivor Insurance Benefits plan. 


Old Age Assistance Plan 
This programme, through a means test, is intended to provide 
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assistance to the needy aged. It deals only with persons who have 
reached old age and are not entitled to benefit under the contributory 
plan and are without individual means of support. 


The Social Security Act does not, by itself, establish a plan for the 
relief of the needy aged, but offers a financial inducement to States to 
adopt Old Age Assistance plans. For States providing old age assistance 
under approved plans, a Federal subsidy is made of one-half the total 
sum expended with respect to needy individuals who are 65 or over 
(not counting that part in excess of $40 per month for any individual). 
The Federal Subsidy also includes a contribution towards the admin- 
istrative expenses which is arbitrarily computed at 5% of the subsidy. 


All States now have Old Age Assistance laws. 


Federal Old-Age and Survivors Insurance Benefits Plan 

The second part of the Social Security Act is intended to be the 
permanent plan for retirement pensions and survivors benefits. Con- 
tributions are required from employed persons subject to certain excep- 
tions. After the plan has been in existence for about 40 years, every 
person who has contributed continuously will be entitled of right to an 
adequate retirement pension according to the formula described below. 
In the early years of the plan the retirement pensions under this section 
of the Act will be of nominal amount and the old age assistance plan 
will be relied upon to make up the deficiency so that elderly persons 
may be assured of an income sufficient for their maintenance. 


In addition to the retirement pension payable to the contributor and 
his wife, there are other benefits to which the contributor’s widow, 
children or other dependents are entitled if a contributor should die 
before the retirement age or while receiving a pension. 


Primary Insurance Benefit 

The primary insurance benefit is a monthly income payable upon 
attainment of age 65 and retirement from covered employment. The 
amount of the monthly income is 40% of the first $50 of the individual’s 
average monthly wage plus 10% of the portion of his average monthly 
wage between $50 and $250, the total being increased by 1% for each 
year of coverage in which $200 or more was earned. The minimum 
benefit is $10 a month. 


Representative benefits at retirement age of 65 for a person covered 
under the plan since its effective date are shown in the following table: 
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Average Monthly Wage Years under Plan 
10 30 50 
‘di (Monthly Benefit) sae 
$50 $22 $26 $30 
150 33 39 45 
250 and up 44 52 60 


Pensions and contributions are based on wages earned after 
December 31, 1936, excluding any remuneration in excess of $3,000 per 
annum. Wages are averaged over the wage earner’s working lifetime 
after 1936, including periods in which no wages in covered employment 
were received. Periods of unemployment or of non-covered employment 
will therefore tend to reduce the average monthly wage and conse- 
quently the primary benefit. 


In order to secure a retirement pension an individual must be fully 
insured, have attained the age of 65, and have filed application for 
benefit. A contributor is fully insured for old age pension benefits if 
he has contributed during half the time elapsing between the attain- 
ment of age 21 and the attainment of age 65 or, if he was over 21 years 
of age on January 1, 1937, during half the time elapsing between that 
date and the attainment of age 65. It is provided, however, that any 
person who has contributed for at least 10 years is fully insured. 


The contribution record is maintained by calendar quarters and the 
insured person is given credit as a contributor for any calendar quarter 
during which he received wages of $50 or more. 


Other Benefits 

The wife of a primary beneficiary is entitled to an old age benefit 
upon attaining age 65 of an amount equal to one-half of her husband’s 
monthly benefit. If the wife has been a worker she may, of course, 
receive her own earned benefit if it is higher. Every dependent child 
surviving an individual entitled to primary insurance benefits is entitled 
to a child’s insurance benefit, which ceases upon marriage or upon 
attaining age 18. The widow of an insured worker receives a benefit 
after age 65 of three-quarters of her husband’s primary benefit, and is 
also entitled under age 65 to a three-quarter benefit while she has in her 
care a child of the deceased employee less than 18 years old, provided 
she does not remarry or work in covered employment. Benefits are also 
allowed to wholly dependent parents surviving an insured person, and 
if no survivors benefits are immediately payable upon the death of an 
insured person, a lump sum death benefit equal to six months’ primary 
insurance benefits is paid. 
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Maximum Benefits 


The total of all monthly benefits arising out of any one employee’s 
insurance status cannot exceed $85.00 nor 80% of his average monthly 
wage, nor twice his primary insurance benefit. If employment is con- 
tinued past 65, application may still be made for benefits, but deductions 
of such amount as the Social Security Board shall determine shall be 
made in any month for which the employee receives wages of not less 
than $15.00. 


Scope of Plan 

The plan presently excludes many important groups such as agri- 
cultural and domestic workers, government employees, employees of 
non-profit organizations and the self-employed. It differs in this respect 
from the contributory old age pension plans of a number of other 
countries which included at least agricultural wage earners and domestic 
servants from the very start. The main reasons for the exclusion of 
these classes from the United States system at the outset were the 
administrative and legal difficulties. There has lately been considerable 
discussion in regard to the extension of the Act to cover groups now 
excepted. 

Not only are a number of groups excluded from the plan, but a 
large number of the wage earners who have received wages under 
covered employment are not eligible for benefits due to the fact that 
they have not attained the status of fully insured individuals. This is 
caused partly by unemployment and interruption of earnings and partly 
by the difficulty of acquiring insured status on the part of those who 
shift back and forth between covered and non-covered employment. 


Contributions 

Employees and employers contribute to the support of the plan by 
payroll taxes at the same rate for each. The combined rate of tax 
started on January 1, 1937, at 2% of pay, and it was planned to increase 
this rate by 1% every three years until a maximum of 6% was reached 
on January 1, 1949. The tax provisions were amended in 1939, so that 
the original 2% tax was to continue until the end of 1944, increasing 
to 4% in 1945, 5% for the years 1946 to 1948 inclusive, and to its ulti- 
mate rate of 6% in 1949 and later years. However, in 1944 the planned 
increase for 1945 was cancelled by Congress and the rate of 2% con- 
tinued for 1945. 


No taxes are payable on that part of the annual earnings in excess 
of $3,000, as the excess is excluded when determining benefits. 
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Reserve for Future Benefits 

When the Social Security Act was passed in 1935 it was planned that 
the taxes would be sufficient to cover all benetits. No retirement benefits 
were to become payable until 1942, and the original formula for benefits 
was based on the total wages earned upon which taxes had been paid, 
with, however, a minimum of $10.00 a month. The benefits in early 
years were very small and this was expected to result in a rapid accumu- 
lation of funds. It was estimated that the reserve fund for future benefits 
might amount to as much as 47 billion dollars in 1980. 


By amendments in 1939 the primary benefit formula described 
previously came into effect, and retirement benefits were made available 
commencing in 1940. In spite of the increase in benefits and the fact 
that the tax rates have not been increased, the fund has grown to about 
6 billion dollars at the end of 1944. 


There was at one time a great deal of discussion as to whether such 
a large plan as this could be dealt with on a reserve basis. The sums to 
be accumulated were so vast and the avenues for investment were so 
limited that the whole project seemed completely impracticable. In 
1935 when the discussion was going on, the whole national debt of the 
United States amounted to only 34 billion, including direct obligations and 
secondary guarantees. It appeared at that time that the national debt 
would have to be increased substantially if there were to be enough 
bonds available to provide for the purchases of the Social Security Board. 
These considerations were responsible for the slowing down of the pay- 
roll taxes and increasing the benefits so as to provide for a smaller total 
reserve fund. 


The first pensions were payable in 1940, so that the plan has had 
only a short experience. No doubt many further modifications will be 
required before it settles down into its final form. At present there 
seem to be many complications in determining the insured’s status, 
which it will be necessary to simplify if the plan is ever to be under- 
standable to the persons who are covered. On account of the war labour 
situation, which provides useful employment for many persons over 65, 
the applications for benefit are smaller now than will be the case after 
war production is reduced. 


Old Age Pensions in Canada 
The Canadian Old Age Pension Act was first passed in 1927, and 
was amended in 1931. The following notes refer to the Act as amended: 


Old Age pensions are non-contributory and are administered by the 
various provinces under pension enactments of their own. All of the 
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nine provinces are now participating, and the Dominion grants old age 
pensions in the Northwest Territories. The Dominion reimburses the 
provincial authorities to the extent of 75% of the net sum paid out by 
the provinces to the persons specified in the Act and regulations. 


An old age pension is payable to any British subject or to a widow 
who is not a British subject but was such before her marriage, who is 
70 years old or over, and who is not in receipt of an income greater than 
$365 a year. The pensioner must have resided in Canada for the 20 
years and in the province in which the application is made for the 5 
years immediately preceding the date of the proposed commencement of 
pension. 


The maximum amount of pension payable under the Act itself is 
$240 yearly, payable in monthly instalments and subject to reduction 
by the amount that the private income of the pensioner exceeds $25 a 
year. In 1943 provision was made under the War Measures Act to raise 
the maximum monthly payment from $20 to $25. This extra amount 
is divided between the Dominion and the provinces on a 75:25% basis. 
Some of the provinces also pay a supplementary allowance as follows: 
Alberta and British Columbia $5.00 a month; Saskatchewan and 
Manitoba $1.25 a month; Nova Scotia an amount up to $10.00 a month, 
but not to bring the income, including allowance, to more than $365 a 
year. In Ontario the pension paid is increased 15%. 


An applicant must not have assigned or transferred property for 
the purpose of qualifying for a pension. The Pension Authority is 
entitled to recover out of the estate of any deceased pensioner the sum 
of the pension payments made to such pensioner, together with interest 
at 5% compounded annually. No claim is made for this recovery out of 
any part of the pensioner’s estate which passes to another pensioner or 
to a person who has been making contributions to the support of the 
pensioner for three years preceding his death, which are considered 
reasonable, having regard to the means of the person who contributed. 
Pensions cease if the pensioner leaves Canada, but may be revived upon 
return. 


Estimate of Future Costs 

The Department of Finance report on the Administration of Old 
Age Pensions in Canada, 1938, gave the following estimate of the cost 
of old age pensions in 1941, 1951, 1961 and 1971: 
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Estimated Cost per Capita 


Population Cost of of the Pepulation 
Year 20-69 Yrs. 70 Yrs. & Over Pensions at Ages 20-69 
1941 6,879,000 463,000 $46,300,000 6.73 
1951 7,799,000 620,000 62,000,000 7.95 
1961 8,410,000 822,000 82,200,000 9.77 
1971 9,222,000 928,000 92,800,000 10.06 


Some Principles of Public Old Age Pensions 

With these outlines of the old age pension systems of Great Britain, 
the United States and Canada in mind, it is possible to discuss some 
of the principles essential to the organization of any such plan. In the 
first place we might consider whether a public old age pension plan 
should require contributions from those who are to benefit in future, 
or whether it should be paid for entirely out of public funds. We might 
then weigh the relative advantages of flat benefits and contributions as 
exemplified by the British plan and varying benefits and contributions 
as adopted in the United States Social Security Act. Then we might give 
some thought to whether an attempt should be made to build up funds 
during the contributory period or whether we should rely on simply 
paying the benefits as they fall due. Some thought can also be given 
to the increase in cost if the pension age is reduced by say five years. 
Should a Public Old Age Pension Plan be Contributory? 


All old age pension plans have started out on a non-contributory 
basis. This is almost inevitable since the problem presents itself in an 
immediate form in the persons of aged people who require subsistence 
allowances. It is too late for them to make contributions, so the only 
source of such allowances is the public funds. 


As the proportion of elderly people who apply for pensions increases, 
certain problems arise in administration. Old age pensions paid out of 
public funds have in the past always included a “means test.” Each- 
person making application was required to demonstrate his need and, 
while complete destitution was not insisted upon before applications were 
granted, the amount of allowable income was very small. Under a good 
many plans, including those of some of the Provinces of Canada, any 
old age pensioner possessing property is required to. assign it and his 
heirs receive only the net proceeds after charging the property with 
the pension payments received by the pensioner. 


The administration of a means test is a difficult and unpleasant task, 
and it was natural perhaps to seize upon the idea of requiring contribu- 
tions from those who would later be likely to apply for old age pensions, 
with the thought in mind that an individual who had so contributed 
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might be granted his pension without any question as to his other 
income. This is one reason for adopting a contributory plan. The other, 
perhaps even more important, is that old age pensions became more 
costly than was at first anticipated, and contributions are in effect a 
tax on a group in the population who are most likely to require assistance 
in their old age and who normally do not bear a very large share of the 
direct tax burden during their working lifetime. 


The introduction of contributory pensions may thus appear as a 
logical development of the original idea. It is not necessarily true, how- 
ever, that every plan should be placed on a contributory basis at an 
early stage or that a contributory pension plan is suited to every country. 
Those countries which have adopted contributions for pensions have 
also set other schemes of social insurance requiring contributions so 
that the contributions for old age pensions form a part only of the 
total collected. Under the plan proposed in Great Britain the amount to 
be allocated for pensions is not even shown separately in the accounts. 


In Great Britain the proposed contributory plan is to apply to all 
members of the population. The methods to be used in making collec- 
tions from those not in receipt of regular wages or salaries have still to 
be worked out. The plans envisage the setting up of a system of local 
offices all through the country for this purpose and to pay the varied 
benefits which are provided. Even in Great Britain, with its limited area 
and homogeneous population, this will be a gigantic task. In Canada, 
with its vast distances and remote settlements, the problem of supervis- 
ing and co-ordinating such an organization would be relatively more 
difficult. 


If we seek to escape from the labour of collecting contributions 
universally by limiting the contributory plan to those who are employed 
at regular wages or salaries, we raise another problem for solution. 
Those who are included in the plan will then likely receive a benefit 
which is denied to others through the circumstances of their employ- 
ment. When it is considered that most contributory old age pension 
plans still involve grants from the public funds, it is clear that the 
limitation of benefits to certain classes will discriminate against those 
excluded. The Social Security Act of the United States attempts to 
avoid such discrimination by making the benefits depend directly on the 
contributions. It is perhaps too early in the history of that plan to say 
whether the attempt will ultimately be successful. An inevitable result, 
however, has been a complicated formula for benefits which has resulted 
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in the early years of the plan in excluding many of the contributors 
from full coverage, since they have stayed in covered employment for 
too short a time to qualify. At the beginning of 1942, after six years 
of operation, it is estimated that only half of the 52 million workers 
who have received wages in employment covered by the plan, had reached 
fully insured status. It might be expected that a similar difficulty would 
be at least as likely to occur in Canada under similar conditions. 


Once contributions have been provided for and collected, those 
making them acquire certain vested rights which must be honoured, and 
which limit the free adjustment of the old age pension system to meet 
the changes which will occur in the long period of a working lifetime. It 
will be well, therefore, if careful thought is taken and all the aspects of 
the problem examined before the decision is reached to enter the field 
of contributory pensions. 


Uniform or Varying Benefits 

In the whole social insurance picture in Great Britain the principle 
of uniform benefits has been followed. Even there the Beveridge Report 
discussed the problem of varying scales of rent in different communities. 
In Canada and the United States the difference in wage rates, and in 
rents and other factors in the cost of living must be much more pro- 
nounced than in a closely integrated country like the United Kingdom. 
Probably this difference in the underlying conditions is partly responsible 
for the adoption of varying benefits in the Social Security Act, although 
another factor as mentioned in the last section was the desire to make 
the plan self-supporting. In our unemployment insurance plan Canada 
has steered a middle course by grading contributions and benefits by steps 
rather than exactly relating them to average earnings. 


Substantial variations in earnings and cost of living in different areas 
affect a contributory plan in two ways. If the benefits and contributions 
are related to the earnings and cost of living in the areas where such 
factors are high, the contributions will be heavy for those in the low 
cost areas, and the benefits in the low areas will be high. On the other 
hand, if the rates are based on a low area the benefits will not be sufficient 
in the high cost sections, and the contributions received in such sections 
will be lower than could be imposed without strain. 


If a uniform plan of contributions and benefits were to be adopted 
in Canada, it should be based on the low wage and low cost areas, and 
the necessary allowances for the higher benefits required in high cost 
sections should be provided for by supplementary allowances, chargeable 
against the public authorities in such areas. 
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The advantages of uniform contributions and benefits from the 
standpoint of administration are so considerable that varying rates should 
be adopted only if the provision for the supplementary allowances 
mentioned in the preceding paragraph should be impossible. 


Should a Reserve Fund for Future Benefits be Built Up? 

The Social Security Act in the United States, as originally con- 
templated, provided for the accumulation of a vast reserve fund repre- 
senting the contributions of each individual during his working years 
toward the cost of his pension after he retired. This idea has been 
abandoned, at least in part, and the plan is now to build up only a moder- 
ate fund with the object of meeting the fluctuations which are expected 
to arise from time to time. It is probably fair to state that much of the 
opposition which was expressed about 1936 to the plan of reserve accumu- 
lation was based on the size of the reserve in relation to the then existing 
public debt of the United States. With the astronomical increase in the 
outstanding funded debt which has occurred during the war, such 
criticisms have lost their validity. However, there are other lines on 
which the idea of reserve accumulation may be attacked. 


Much depends on the scope of the pension plan which is to be adopted. 
If it is possible to include all the population in the scheme so that none 
is deprived of his share in the plan, there is not much to support the 
theory that accumulation of funds is a necessity. Contributions may be 
looked upon as simply another form of taxation, assessable during the 
earning period, in the expectation that similar assessments will be 
available from another generation to provide the pension to which the 
worker looks forward. The question which then arises is whether the 
change in the relative proportions of workers and pensioners in the 
population may make such an assessment insupportable at some future 
time. There seems to be no doubt that the proportion of the population 
at the pensionable ages will continue to increase, but it is reasonable to 
hope that the rate of increase will not create an insoluble problem, pro- 
vided the pension scales are kept within the limits of a subsistence 
allowance, liberal perhaps, but not so liberal as to make retirement more 
attractive than useful employment. 


To look at the other side of the picture, if retirement allowances are 
unduly high or if the benefits of the old age pension plan are restricted 
to a limited class the case for the accumulation of reserves is very much 
stronger. Such an accumulation will help to make certain that those who 
are to benefit from a plan which proposes to pay pensions on a relatively 
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ample scale will actually contribute their fair share to the cost of their 
benefits. There are, of course, difficulties in this direction as well. Any 
pension plan on this basis will build up relatively enormous funds, and 
there is always the possibility that the existence of such funds without 
a full understanding of how much they will be needed in the future may 
lead to an unwise and perhaps disastrous increase in the benefits 
allowed. Such a result has occurred in staff pension plans in the past, 
particularly those which have the backing of a public authority. 


The balance of preference is probably with what is usually called 
the current cost plan, under which contributions from individuals, 
employers and government are used to cover current pension claims. 
Such a plan will be most likely to keep costs within the bounds of ability 
to pay. 


The Cost of a Reduction in the Pension Age 

One of the suggestions frequently heard in connection with old age 
pensions is the reduction of the age at which pension can be claimed 
from 70 to 65 or sometimes even to 60. It is true that modern industrial 
organization has placed handicaps on the earning of a living by persons 
at advanced ages, and from this standpoint there is much to be said 
for such a change. On the other hand, many people have still a great 
contribution to make after they have reached 65, as may be realized 
by the glorious record of a war leader like Mr. Churchill. We do not 
want to adopt too easily the idea that a man or woman has nothing 
useful to contribute to the world after a precise age fixed in advance. 
We cannot afford to lose the contribution of those who are as well able 
to take their share of the world’s work as many who are younger in 
years. We want to be humane, but we want to be sensible as well. In 
other words, retirement from work and the drawing of a pension should 
be a benefit granted with care. The tables in the earlier part of this 
discussion will give an idea of the weight of an indiscriminate rule that 
all those who have reached the age of 65 should at once cease active 
work and exist on a pension. 


In 1941, 4% of the population of Canada were 70 years of age or 
older, and thus eligible from the point of age alone for an old age 
pension. Well under 40% of these were actually receiving such a 
pension at the beginning of 1945. Whether the low proportion was due 
to the undue stringency of the regulations is a question. It is more 
likely that most of the remaining 60% were being well looked after 
through their own thrift or through the care of their children and 
grandchildren. 
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In the same year of 1941, 2.7% of the people of the country were at 
ages from 65 to 69 inclusive. If they had been eligible for pension the 
increase in cost, if the same proportion were pensioned as over 70, would 
be at least 67%. However, it is possible that a smaller proportion of 
those under 70 would actually find it desirable to accept a pension in 
lieu of working, so that the added cost might be somewhat smaller. 


When the estimates for future years are examined, it will be seen 
that by 1971 we may expect that those over 70 alone will have become 
50% more numerous, reaching 6% of the total population in that year. 
Those at ages 65 to 69 will have increased to 3.4% of the total. With 
these figures in mind it is evident that any provision for retirement at 
age 65 should have careful consideration and be subject to conditions 
which will make sure that only those who really need to retire from 
work are eligible to do so. 


Conclusion 

Old age pensions are only one aspect of the great problem of social 
security, and this discussion is incomplete in its lack of reference to the 
interlocking features of a unified plan. It seemed to be useful, how- 
ever, to consider only pensions and to endeavour to give an outline of 
plans as they exist at present, and of some of the principles which have 
led to the very different solutions which have been adopted in Great 
Britain and the United States. 


The author wishes to express his indebtedness to Mr. Albert W. 
Anderson and Mr. Thomas E. Gill, who have assisted him in collecting 
and organizing the material presented, and by reading the manuscript. 
They, of course, have no responsibility for the opinions and conclusions 
set forth in the paper, which must rest on the shoulders of the author 
alone. 








PEOPLE, NOT THINGS, MAKE MONEY 


C. W. FOSTER, 
Director of Personnel and Public Relations, and 


R. S. HANSFORD, 
District Manager, Dominion Stores, Limited. 


GREAT deal of work has been done in the past by experts in the 

field of personnel work. Too much of it has been done without 
consultation with operating men. Complicated forms and plans for tests, 
ratings and training which are neither the product of those in the field 
of operations nor are based on what is simple and practical for their use, 
have been developed—at a waste of time and money. Management and 
men in supervisory positions are interested in plans which provide for 
the hiring and placement of the proper type of people, and in practical 
ideas for their speedier and adequate development. 


Where the average personnel man falls down is in imagining that 
he must produce some new and highly complicated technique in dealing 
with these matters in order to impress management. Usually manage- 
ment is not impressed and goes right along running the business and 
making a reasonably good success of it. Business men, however, will 
rarely fail to be interested in procedures which offer over-all application 
and prevent the waste of the old trial and error methods in dealing with 
employees, both in their selection and development. 


All planning being done in our organization today in personnel 
administration is predicated on two major principles: (1) that the plans 
will be carried out by the line organization, and (2) that, as far as 
possible, the operating organization will develop the plans and mould 
them into useful but simple procedures. 


The development of people in merchandising might be classified 
under the headings of selection, placement, training, development, and 
personal supervision. 


Naturally, selection procedures in effect prior to the war and any 
new procedures which might have been adopted since are not being too 
carefully applied. Civilian industry in the past three or four years has 
not been able to choose as it did from a number of prospective applicants. 
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While this may appear a hardship, everyone has accepted the situation 
of short labour supply willingly, even though it has meant to us the 
bringing in of people without experience, some ill-equipped for heavy 
work. 


When we return to normal times again it is our hope that recruiting 
and selection will be developed to a point where we can choose a larger 
percentage of new employees who possess a natural trading instinct. 
Since we are retailers, success in this direction, even partial, will con- 
tribute materially to the over-all efficiency of the staff and reduce costs 
through lower labour turn-over. 


For the past year our efforts have concerned themselves with train- 
ing and developing the employees we have. Our plan of personnel 
reviews and development came to us from an outside organization where 
it had been in operation for four years. It appealed to us because it was 
simple and could be applied in the field of operations by operating men. 
We did not attempt to use any of the forms employed by the other 
organization, but proceeded only with the idea. 


We discussed it thoroughly first among top management. We 
then talked to operators, including store supervisors. Their reaction 
was most interesting. It is easy to accept a plan or mildly resist it, if 
someone else is going to implement it. Here was an idea, however, which 
evidently had merit, but in addition to this, it was to be applied by 
operating people. 


We started out by holding a Review Committee meeting in one of 
the district centres. The District Manager acted as chairman of the 
meeting, and in attendance were the district merchandising managers 
for grocery, meat and fruit operations, and the store supervisors. With 
plain sheets of paper we worked out a rating plan for store managers or 
a Performance Review Record. This was both a simple and interesting 
job for the committee. 


Each executive present, with the exception of the personnel man, 
had been initially a store manager in our Company. With the manager’s 
personnel history card, we set down factual information on the top of the 
sheet such as name, age, marital status, number of dependents, date 
started and the work history during employment. Then a plan of rating 
was developed by tabulating the important things required in good store 
management, indicating for each factor whether this man was poor, 
average or good in his performance on the job in his present position. 


Each man sitting in at the committee meeting, with the exception 
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of the office manager, was personally and intimately acquainted with 
each store manager in the operations of the district. No guess-work was 
necessary; only an exchange of judgments in reaching a decision as to 
where the man stood on this or that performance. : 


One of the problems in the past with rating plans for employees has 
been to know what to do with them once they are completed. Under our 
technique this problem is solved; the ratings are destroyed, but before 
doing this the committee decides on a plan for the development of the 
particular employee under review, based on the results shown on the 
Performance Review Record. 


This plan is embodied in another form called by us the “Work 
Progress Record.” On this form plans for the training and future 
development of the store manager was shown. Two objectives are set 
out on the Progress Record, one a long-term objective, and another for 
the next twelve months. Under the twelve months’ objective, training 
plans and personal help in the weak points of the employee in his 
performance on his present job are recommended and recorded. On this 
score, a particular store manager under review might need training in 
store records and accounts and in his ability to handle people. The long- 
term objective, on the other hand, might recommend promotion from his 
present small store to the position of manager of a master market. 


The Progress Records are kept for each store manager in a three- 
ringed book—one copy for the district manager and one for the super- 
visor. Notation is made in each of the date training commences, and of 
dates of contact by the supervisor when personal help is given the 
manager in some direction. New committee reviews for each employee 
are scheduled to take place at least once each twelve months. 


The long-term objective for an employee usually points towards 
promotion, as in the case of a store manager, a position of greater 
responsibility in this same line or perhaps to store supervisor or buyer. 
In such cases the twelve months’ objective is carried out to improve 
any weak points in his store management and later to provide for a 
special training period to fit the employee for a new position involving 
promotion. 


Experience with the personnel review plan has taught us that 
operating people are qualified both to judge and plan for the develop- 
ment of those employees immediately under their supervision. In 
addition, operating men accept the method or policy of “Personnel 
Reviews” not only as a practical means of developing people, but also 
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as an effective guarantee against the “forgotten man” or that individual 
who under ordinary circumstances might be held back or lack oppor- 
tunity because of personal reasons. When a committee of operators sits 
down on a job like this, their combined judgment provides a fair yard- 
stick both for rating and planning. 


Personnel men service the plan and sit in in an advisory capacity 
in the actual reviews. They do not act as chairmen of the committees, 
nor do they more than lead the committee towards decisions and record 
them. 


The employee may at any time be advised by his immediate super- 
visor of the review programme and the plan for himself. This informa- 
tion is, however, confidential between the employee and his immediate 
supervisor or manager. 


Up to this time our Company has completed reviews for all store 
managers and department managers and for several hundred clerks. 
The results have been very interesting. For example, we have now an 
excellent picture of manpower inventory in the field of store manage- 
ment. Men have been selected as of both the type and calibre to be 
promoted to positions of store supervisor. It will be from this group, too, 
that future buyers, district managers and executives for different 
departments will be found. A substantial number of men operating small 
stores have been selected for training as Master Market managers or 
meat market operators. Some men who showed a special ability in the 
merchandising of fruits and vegetables were earmarked for special 
training and development toward key positions in this field. 


A number of managers were recorded as being stabilized in their 
present positions. Men on in years, or with some physical disability, or 
men admirably suited by temperament, family ties, etc., to store manage- 
ment in smaller towns or in community locations in large centres, were 
judged by the committee, after due consideration, as being happier and 
more contented in these positions. In each case, however, training and 
personal attention was planned for these people to improve them in any 
weak points. Each annual review may show that some of the stabilized 
people should go on to positions of greater responsibility, so that no 
person can be said to be permanently stabilized in any position under the 
plan. 


One interesting and profitable result from the personnel review plan 
was the number of people suffering from some physical ailment which 
was not being attended to. Hernia was among the ailments, poor hearing, 
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chronic sinus or colds, etc. Our Company policies under the “Employee 
Security” group provides for hospitalization and surgical benefits for 
employees at no cost to the employee. The personnel review plan has 
made this and all other security policies a part of the operating men’s 
daily thinking. These physical disabilities are more speedily corrected 
following the reviews. 


We have yet to experience in a substantial way the reaction of the 
staff. We have not publicized it nor do we intend to. It is growing slowly 
but steadily throughout the organization. Time will show how effective 
the plan is from the standpoint of influencing the development of each 
employee. With management and supervision at each level down to the 
department manager in the store and the foreman in the warehouse 
interested in the development of the people immediately under their 
supervision, some conception of the impetus which can be established 
behind such a plan becomes evident. 


We make no claims for the plan, in fact we hesitate even to write 
about it, having only a little more than one year’s actual experience. 
The fact that one of our operating men holding the position of District 
Manager has collaborated with me in preparing this article is evidence 
that it is something more than the pipe dream of a personnel man. 


Kobvinator 


has made plans for many improvements. The post- 
war line of Kelvinator refrigerators will be a startling 
new conception of household and commercial refrig- 
eration. Wait for the greatest Kelvinator of all times. 
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THE QUARTERLY REVIEW or COMMERCE 
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Compliments of . . . 
BENSON - WILCOX 


ELECTRIC CO. 
§§ 





























THE C.E.MARLEY 


OUTDOOR ADVERTISING 
LONDON — WINDSOR 
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Build Your Future 


Buy War 


Saving Certificates 





























WENDELL HOLMES 
BOOKSHOPS 


GOOD BOOKS 
FINE STATIONERY 








190 Dundas 631 Dundas 
London 
393 Talbot St. - St. Thomas 














FORD 
LINCOLN 
MERCURY 


MIDDLESEX 
MOTORS 


LIMITED 
“Noted for Service” 


Talbot at Queen’s Ave. 









































PROFESSIONAL DIRECTORY 





J. A. NELLES & SON 


Insurance Brokers 
Royal Bank Bldg. Richmond St. 
Metcalf 343 


LONDON 


E. H. NELLES H. A. SMITH 





JEFFERY & JEFFERY 
Barristers, Solicitors, Etc. 


7 MARKET LANE 


London Canada 





MOORE - SMYTH - WILLIS 
Limited 


GENERAL INSURANCE 


260 Dundas St. Met. 5664 





VICTOR JACKSON 
GENERAL INSURANCE 


476 Richmond Street 


MET. 3066 LONDON 





G. M. GUNN & SON 
P. A. DuMoulin R. A. Fisher 
GENERAL INSURANCE 


4 & 5 Alma Block, 361% Richmond St. 
LONDON ONTARIO 





Carrothers & McMillan 
Successors to 
Macpherson, Perrin & Carrothers 
Barristers, Solicitors. Etc. 
C. C. Carrothers, B.A., LL.B. J. F. McMillan,B.A. 
BANK OF TORONTO BUILDING 
404 TALBOT ST. LONDON, CANADA 





Business Forms and Books 
Ruled and Printed to Your Order 
THE CHAS. CHAPMAN CO. 
88 York St. Metcalf 370 





THE LITTLE STUDIO 
of 
WALTER DIXON 


Graduate Portraits 


JACK TILLMANN, M.A. 


INSURANCE OF EVERY KIND WITH 





“SERVICE” 
78 Dundas St. Office - Met. 1677 
London, Ont. Res. - Met. 2025 





ELMO W. CURTIS 
INSURANCE 
371 Richmond Street 


Metcalf 1134-W London 





“TOMORROW'S STYLES 
TODAY” 
ANDERSON & NEILL 
MEN'S WEAR 


192 Dundas Street (Next to Loew's Theatre) 
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PROFESSIONAL DIRECTORY 





THE BASIS OF INSURANCE IS 
SECURITY 
Before Renewing or Placing Insurance 
See the Agent for 
The Home Insurance Company 


Dundas Building London, Ontario 





WM. C. BENSON & CO. 


Chartered Accountants 
267 Dundas St. 206 Douglas Bldg. 
LONDON, ONT. WINDSOR, ONT. 
Phone Met. 3480 Phone 3,0820 
86 Bloor St. West 
TORONTO, ONT. 
Kingsdale 6332 





HAY STATIONERY CoO. 
LIMITED 
Complete Office Outfitters 
331 Richmond Street 


LONDON _— 
Phone Met. 5600 


ONTARIO 





MURPHY, FORDHAM & DURDIN 


Barristers, Solicitors. Etc. 


Albert H. Murphy, K. C. Oliver W. Durdin 
R. S. W. Fordham, K.C. W. Don Smith 


New Bank of Toronto Building 
Dundas and Wellington Streets 


LONDON CANADA 





E. A. Siegrist & Co. Limited 


INVESTMENT DEALERS 


Canadian, Government, Municipal 
and Corporation Bonds 
Grand Central 
Hotel 
Grand Hotel 
St. Thomas, Ont. 


New Bank of Toronto 
Building 
London, Ont. 





Campbell, Lawless, Parker 
& Black 


Chartered Accountants 


LONDON 
Huron & Erie Building 


TORONTO 
6 Adelaide St. 





Compliments of 
Carling Insurance Agency 


General Insurance Brokers 
Bank of Montreal Chambers 


1 Market Place Metcalf 2322 





STEVENSON & HUNT, LTD. 


INSURANCE 
“Our Business Is To Protect Yours” 
METCALF 606 


LONDON ONTARIO 





* 


London 





CANADIAN GOVERNMENT, MUNICIPAL 
AND CORPORATION BONDS 
Orders Executed on All Exchanges 


Isard, Robertson & Co., Ltd. 


1 


Ontario 




















ONCE AGAIN THIS BANK 
STANDS READY 








During the past 90 years, in good times and bad, the 
facilities and resources of this Bank have been at the 
service of Canadian business. 

Our seasoned experience is again available during the 
difficult reconversion period now at hand. May we 
serve you? 


™BANK-TORONTO 


Incorporated 1855 
































Compliments of 


McCormick's Limited 


Manufacturers of 


FINE BISCUITS AND CANDIES 


site 












































UNIVERSITY OF WESTERN ONTARIO 


London, Canada 


What Career? 


1. More than 50% of the college and university graduates of 
this continent go each year into business. In recent years an increas- 
ing number of college men are taking courses in Business Adminis- 
tration in order to prepare themselves more thoroughly for an 
executive career in the business world. 


2. The universities of Canada are making a real contribution 
toward the material, economic and social development of this 
Dominion. With an estimated population of 11,500,000 we are 
graduating more than 6,000 men and women each year. This is 
equal to one in every 1898.2 of the population. It is claimed that 
there are fewer than 200,000 university graduates in Canada or 
approximately 1.5% of the population. Yet this relatively small 
section provides most of the leaders in the business and professional 
worlds as well as in the social and political spheres. 


3. A business career requires specialized training just as truly 
as in the case of a scientific career or any other line of human 
endeavour where men are called on to use their talents to the 
fullest possible degree. 


4. The courses at the University of Western Ontario in Busi- 
ness Administration, Medicine, Arts and Science, Journalism, etc., 
are designed to make a distinguished future possible for those who 
have the foresight to recognize the opportunities that await them 
through such a course of training. 


Investigate these opportunities at once by writing 


THE REGISTRAR 
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